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KEY ECONOMIC INDICATORS: ECUADOR 
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ECUADOR 
SUMMARY 


Ecuador's gross domestic product grew by about 5 percent in real 
terms during 1979 (slightly less than the revised growth rate 

for 1978) as the country returned to a civilian government led by 
President Jaime Roldos. The petroleum and manufacturing sectors 
recorded significant growth, while agriculture and construction 
continued to lag. The population of Ecuador, growing at 3.4 per- 
cent annually, reached approximately 8.3 million. GDP per capita 
in current dollars rose to slightly above $1,000. Petroleum pro- 
duction rose somewhat in 1979, while receipts from petroleum ex- 
ports exceeded $1 billion, up dramatically from 1978. 


Buoyed by petroleum, 1979 total exports (f.0.b., export licenses 
granted basis) rose by a third in value terms, while imports 
(c.i.f., import licenses liquidated basis) showed little change. 
Coffee exports declined from 1978's abnormally high level, while 
exports of bananas, processed cocoa, and seafood were higher. 
The United States remains Ecuador's major trading partner. 


Despite a current account deficit, Ecuador had a 1979 balance-of- 
payments surplus of $30 million, causing net international reserves 
to increase to $631 million, or 4 months worth of imports. Public 
external debt rose from an estimated $2.6 billion (revised figure) 
at year-end 1978 to about $3.5 billion a year later. Ecuador's 
debt servicing position remains manageable. The Government of 
Ecuador's (GOE's) Central Government budget was in deficit for 
1979, perhaps by as much as $470 million. The money supply in 
Ecuador grew faster in 1979 than in 1978, as did the volume of 
Central Bank credit, although there was a scarcity of credit for 
many borrowers in the second half of 1979. The official exchange 
rate of the sucre remains 25 to l, while the free market rate is 
about 27 to l. The 1979 rise in the national Consumer Price Index 
was 10.1 percent. In 1980 inflation will be about double the 1979 
rate, mostly because of the 1979 doubling of the minimum wage 
(currently $160 a month). In 1980, real GDP growth should again 

be in the neighborhood of 5 percent, if GOE programs to stimulate 
the agricultural sector are effective. Manufacturing and petroleum 
should again be high growth sectors. 


The GOE 1980-84 Development Plan envisions expenditures of $14.8 
billion; 60 percent is expected to come from the private sector. 
The Plan's "40 Fundamental Projects" stress integrated rural de- 
velopment, social improvements, and energy projects. 


The United States has very good relations with the Government of 
Ecuador and will continue to purchase a major portion of Ecuador's 
petroleum exports, while the newly available U.S. Generalized 
System of Preferences should aid Ecuadorian exporters. Ecuador 
should remain a strong market for U.S. exports, with the GOE's 





import system remaining generally liberal and pragmatic. Prospects 
for incremental sales are best for exporters of hydroelectric 
power, metalworking, food processing and packaging, construction, 
petroleum and agricultural equipment. Development Plan spending 
will create opportunities for U.S. construction and engineering 
firms, while the climate for U.S. direct investment in Ecuador re- 
mains favorable. The Embassy and the Departments of Commerce and 
State welcome the opportunity to assist U.S. businesses interested 
in expanding U.S.-Ecuadorian commerical relations. 


CURRENT ECONOMIC SITUATION 


Economic Developments 


The Ecuadorian economy performed reasonably well during 1979, with 
real gross domestic product (GDP) growing at an annual rate of 5 
percent. GDP growth in current prices was approximately 18.8 per- 
cent, with a year-end GDP equivalent to some $8,572 million. This 
growth rate was marginally lower than the Central Bank's revised 
1978 figure (5.3 percent). Major reasons for the slowdown in 
growth during 1979 were the political and economic uncertainties 
accompanying the retorno process by which the country's former 
military leaders relinquished power. On August 10, 1979, President 
Jaime Roldos and his administration assumed power, the result of 
Roldos' overwhelming victory in the April 29 runoff Presidential 
election. August 10 also marked the coming into force of Ecuador's 
new Constitution and the opening session of Ecuador's freely elected 
National Chamber of Representatives. 


As was the case in 1978, the mining (petroleum) and manufacturing 
sectors were responsible for most of the real growth registered by 
the economy last year. The petroleum sector growth was almost en- 
tirely attributable to higher export prices rather than increased 
volume of production. Through the first 11 months of 1979, for 
example, Ecuador's total oil production was 72 million barrels, 
7.4 percent higher than the corresponding period of 1978. On the 
other hand, crude oil export revenues of $906 million were 73 per- 
cent higher in 1979 than in 1978. The manufacturing sector of the 
economy grew by about 10 percent in 1979 and by year-end eclipsed 
the agriculture-fish-livestock sector as the most important contribu- 
tor to Ecuador's GDP. 


The agriculture-fish-livestock sector recorded only a 2 percent 
real growth rate in 1979. What growth there was during 1979 was 
attributable to higher production in the cattle-raising and fishing 
subsectors--the volume of crop production fell by 2.6 percent. 

Lack of incentives due to price controls, lack of adequate credit, 
problems in land distribution and use, and Ecuador's continuing 
drought were among the factors adversely affecting crop production. 
Construction was another low growth sector of the economy in 1979, 
as it was in 1978, with a real growth rate of some 2.4 percent. 
Tight credit conditions in the second half of 1979, as well as the 
Government's emphasis on holding down expenditures on infrastructure 





projects as one means of limiting the budget deficit, were the 
major causes for the slowdown in activity. Some public works 
projects were also postponed while the Roldos Administration was 
deciding and implementing its spending priorities. 


In 1979 Ecuador's population grew at an annual rate of some 3.4 
percent, with the country reaching an estimated population of 8.3 
million at year-end. This figure should be regarded as only a 
rough estimate, however, as census taking in Ecuador is not highly 
scientific nor fully accurate. Assuming a population of 8.3 mil- 
lion, Ecuador's per capita GDP in current prices rose by about 14 
percent between 1978 and 1979, reaching an estimated $1,033 at the 
end of the latter year. 


Petroleum Sector 


Ecuador produced some 78 million barrels of petroleum during 1979, 
almost all of which was produced by the Texaco/CEPE (Corporation 
Estatal Petrolera Ecuatoriana, the state oil company) Consortium in 
Ecuador's eastern jungle area. Production was somewhat higher than 
in 1978, although, primarily because of higher internal consumption, 
petroleum exports in volume terms (44.7 million barrels) were 
slightly lower in 1979 than in 1978. Despite this relatively low 
level of production (Ecuador was recently replaced by Gabon as 

OPEC member having the lowest level of petroleum production), the 
petroleum sector is of crucial importance to the Ecuadorian economy. 
While contributing about 10 percent of Ecuador's GDP, and employing 
less than 1 percent of Ecuador's economically active population, 

the petroleum sector accounts for about half of Ecuador's total 
exports (52 percent in 1979), a large portion of GOE public sector 
revenues, and much of the current foreign investment in the country. 


While Ecuador had little influence over the rapid rise in petroleum 
prices during 1979, it nonetheless derived considerable financial 
benefit. Except for oil exported directly by Texaco, most petroleum 
exports from Ecuador are the responsibility of CEPE, which in 1979 
sold about 80 percent of its crude exports under long-term contract 
and the remainder on the spot market. While CEPE's average crude 
export price in 1978 was $12.40 per barrel, the 1979 average was 
above $20. In late 1979, CEPE sold three spot market cargos of 
crude for over $37 a barrel, while the company's term contract sales 
price in December 1979 was slightly above $31.50 a barrel. 


Total petroleum production in Ecuador averaged somewhat under 
220,000 barrels per day (bpd) during 1979, with average daily 
production in the final 8 months being somewhat lower because of 
a conservation regulation issued in May by the former military 
government. In December 1979, Ecuadorian Minister of Natural Re- 
sources Jose Cardenas revised this regulation allowing for a some- 
what higher level of production by the Texaco/CEPE Consortium. 

In 1980 production could average around 225,000 bpd if no major 
technical problems arise. The appropriate level of petroleum pro- 
duction remains a topic of considerable controversy in Ecuador. 





Texaco and CEPE believe a production level of 250,000 bpd by the 
end of 1981 could be sustained without permanent damage to the 
fields. The question of production levels is also related to the 
controversy over Ecuador's true level of proven primary reserves. 
According to official statistics released by the Ministry of Natural 
Resources, the reserve level on January 1, 1979 was 1.051 billion 
barrels. Both Texaco and CEPE are known to believe that 1.50 bil- 
lion barrels would be a more appropriate level. 


Exploration for new petroleum reserves in Ecuador has been virtu- 
ally stagnant since the mid-1970s. Locating and exploiting new 
reserves will be a major challenge for Ecuador during the first 
half of the 1980s. The degree of success in this challenge will 
be a major determinant of whether Ecuador can continue to export 
Significant quantities of oil past the mid-1980s. Ecuador's abil- 
ity to slow down the rate of increase in domestic petroleum prod- 
ucts consumption (currently an explosive 16 percent annually, for 
a 1979 average of some 93,000 bpd) will also have a significant 
bearing on the future availability of oil for export. 


Balance of Trade and Payments 


Ecuador has enjoyed a balance-of-merchandise-trade surplus annually 
since the initiation of petroleum exports in significant quantities. 
Total 1979 exports were $1.967 billion (f.0.b., licenses granted 
basis, up 32 percent over 1978), while total imports were $1.320 
billion (c.i.f., import licenses liquidated basis, virtually the 
same as in 1978), resulting in a trade surplus of $647 million. 

The Embassy considers the "c.i.f., licenses liquidated basis" the 
most appropriate measure of Ecuadorian imports. Export receipts 
from the sale of crude petroleum and petroleum products were $1.018 
billion during 1979, leading the overall growth in exports, and 
were up from $614 million in 1979. Coffee exports in 1979 were 
$233 million, off about 21 percent from 1978's abnormally high 
level, which was largely attributable to exports of 1977 production 
during 1978. Banana exports in 1979 were $198 million, up 15 per- 
cent from 1978. Exports of processed cocoa and raw and processed 
seafood were also higher in 1979 than in 1978. Exports of manu- 
factured products remained a small proportion of the total, sug- 
gesting that the major portion of increased manufacturing sector 
output was destined for the local market. 


The United States remains Ecuador's major trading partner. Ecuador 
has enjoyed a trade surplus with the United States in each of the 
past several years. U.S. exports to Ecuador in 1978 were $609 mil- 
lion, while imports from Ecuador were $132 million more, or $741 
million. During the first half of 1979, U.S. exports to Ecuador 
were $324 million, compared with U.S. imports from Ecuador of $369 
million. Petroleum (crude and products) has been the principal 
Ecuadorian export to the United States, while the United States 

has exported a wide variety of capital and consumer goods, as well 
as raw materials and agricultural products, to Ecuador. 





Despite a surplus of exports over imports, Ecuador has tradition- 
ally had a current account deficit. The current account deficit 
for the first 9 months of 1979 was estimated to have been $130 mil- 
lion, compared with a deficit of $162 million for 1978 as a whole. 
Ecuador has been able to make up for these deficits with a net in- 
flow on capital account. The Central Bank has estimated that 
Ecuador's balance-of-payment surplus was $30 million for 1979, 
with capital borrowing and other inflows in the final 8 months of 
1979 making up for a reported $10.6 million balance-of-payments 
deficit during the first 4 months of the year. The full year sur- 
plus could have been appreciably higher if the Roldos Administra- 
tion had not adopted an attitude of restraint toward public sector 
borrowings during late 1979. 


During 1979, Ecuador's net level of international reserves varied 
widely. Net reserves dropped by about $100 million during the 
first 6 months but more than recovered during the second 6 months. 
At year-end net international reserves were $631 million, equiva- 
lent to about 4 months of imports. This level compares favorably 
with most other Latin American countries. 


The question of the level of Ecuador's external public debt (EPD) 
remains complex, largely because of incompatible systems of record- 
keeping and the Government's policy of closely guarding information 
concerning foreign borrowings for military arms. 


Previous reports in this series generally did not take into account 
this military component of Ecuador's EPD as did the Government of 
Ecuador's (GOE's) official statistics. This practice served to 
distort the country's actual debt situation, with the acknowledged 
debt service ratio (servicing on public external debt as a percent- 
age of actual export earnings from merchandise and nonfactor ser- 
vices) being reported as somewhat lower than the actual level. 
Statistics on complete EPD for 1977 and earlier are not readily 
available; the Embassy's estimate for year-end 1978 EPD is about 
$2.6 billion, with a consequent debt service ratio of 30.6 percent-- 
about 1-1/2 times the level indicated in the previous Trends Report 
for Ecuador. While the recently released summary of Ecuador's 
1980-84 Development Plan provides no figure on year-end 1978 EPD, 

it estimates Ecuador's 1978 debt service ratio at 43 percent, a 
ratio the Embassy believes is excessive. The Development Plan Sum- 
mary also states that year-end 1979 EPD was $3.567 billion, with a 
1979 debt service ratio of 34.9 percent. Based on information 
available to the Embassy, these latter two figures appear reason- 
able approximations, if perhaps a bit on the high side. Given Ecua- 
dor's rapidly increasing receipts from petroleum exports and healthy 
level of international reserves, Ecuador's external public debt re- 
mains of manageable proportions. Reliable data on external private 
debt are also not readily available. Year-end 1979 private external 
debt was estimated to exceed $500 million; the corresponding figure 
for year-end 1979 could be about $150-$200 million higher. Private 
external debt may have grown by this magnitude during 1979 because 
many private sector Ecuadorians, finding credit in sucres (local 





currency) unavailable, borrowed abroad to obtain investment funds 
and even working capital. 


Fiscal Performance 


Evaluating fiscal performance is very difficult for a number of 
reasons. The country has some 60 autonomous institutions and pub- 
lic companies, whose annual budgets have not been integrated into 
the Central Government Budget; much of the revenue from petroleum 
exports has not entered the Central Government Budget, but rather 
is earmarked for financing specific agencies and programs, many of 
which are not included in the Budget; and there are a large number 
of special funds and accounts, all of which are subject to differ- 
ing degrees of control. 


The Central Government revenues and expenditures listed in the 
table of key economic indicators include the Budget proper, the 
National Development Fund (FONADE), and the National Participation 
Fund (FONAPAR). The Central Budget has generally covered current 
administration expenses, while the two Funds have channeled capital 
resources to the rest of the public sector. In August 1979 the 
previous government replaced FONADE, and the smaller Municipal 
Development Fund, with an institution called the Development Bank 
of Ecuador (BEDE), which has similar functions. 


FY/CY 1979 budget data are thus far available for only the January- 
June period. During that period, Budget/FONADE/FONAPAR revenues 
were $534 million equivalent, while expenditures were $800 million 
equivalent, resulting in a deficit of $266 million. The FONADE 
deficit alone was equal to $200 million. For 1979 as a whole, the 
Central Bank predicted in October that the deficit could be as 
high as $470 million, of which $259 million would represent the 
FONADE (later BEDE) deficit. This would compare with an actual 
Central Budget/FONADE/FONAPAR deficit of $277 million in 1978. In 
view of the slowdown in Central Government expenditures in the 
final 4 months of 1979, the actual 1979 deficit may be lower than 
the Central Bank's prediction. As in years past, a large portion 
of the deficit will be covered through the purchase of government 
bonds by the Ecuadorian Social Security Institute. 


Monetary Policy and Prices 


The recent Government of Ecuador policy of limiting growth of the 
money supply and certain credit flows as a means of dampening in- 
flationary pressures was especially apparent in the second half 
of 1979 as credit became all but unavailable for many borrowers. 
After contracting in the first 6 months of 1979, the domestic money 
supply grew to $1,240 million equivalent at the end of November 
1979, an increase of 16.7 percent over the November 1978 figure. 
The 1978 annual growth rate of the money supply was 13.5 percent. 
Central Bank credit through December 1979 was 31.4 percent higher 
than the December 1978 figure and more than double the 14.4 per-. 
cent annual growth rate of 1978. Increased Central Bank credit 





to the La Previsora, a private bank that had been under semi- 
liquidation for about 2 years and currently is being rehabilitated 
by the GOE, accounts for some of the sharp rise in credit. 


Ecuador has had an official exchange rate of 25 sucres to the dol- 
lar since 1970. The IMF classifies the sucre as a hard currency 
and one of the strongest in Latin America. The GOE maintains a 
dual exchange market. The current free market rate is approxi- 
mately 27 sucres to the dollar, with unrestricted free market 
monetary exchange between the two currencies. The Central Bank 
has intervened in the free market in the recent past by selling 
dollars to bolster the sucre, the free market value of which de- 
teriorated somewhat due to political uncertainties surrounding the 
return of a civilian government to power. Presumably the Central 
Bank stands ready to intervene again to counteract speculative 
pressures against the sucre. 


Among Latin American countries, Ecuador has had a reasonably high 
degree of success in dampening inflationary pressures, especially at 
a time when massive increases in receipts from petroleum exports 
have been injected into the economy. As measured by the national 
Consumer Price Index, the cost of living rose by an average 10.1 
percent in 1979--a deceleration from the (revised) 13.1 percent 
rate of increase of 1978. Along with monetary controls, other 
government policies to hold down the rate of inflation include re- 
straints on wage increases (this policy was relaxed during 1979, 
see below), price controls, and subsidies on a number of key 
staples. 


Income Distribution, Wages and Employment 


Ecuador is characterized by wide disparities in living standards 
and income levels. Vice President Hurtado recently estimated that 
70 percent of Ecuador's population earns one-third of the country's 
income, while the top 3 percent earns one-fifth. The current 
Government is committed to reducing such income disparities and 
recently authorized a sharp increase (to $160 a month) in the 
minimum wage for industrial workers. At the beginning of 1979, 
the corresponding wage was $80 a month. Ecuador's extensive 
system of mandatory fringe benefits raises the real wage to about 
160 percent of the minimum wage. Ecuador's economically active 
population (labor force) was about 2.5 million at year-end 1979, 
of which only about 10 percent are members of labor unions. 
Specific figures on unemployment and underemployment are not 
readily available, but presumably both are high. 


OUTLOOK FOR 1980 


Economic Prospects 


This year will be a reasonably good year for the Ecuadorian economy. 
The Central Bank is estimating a real GDP growth rate of about 

4.9 percent--very close to last year's preliminary figure. Certain 
private economists and business groups think this figure is too 
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optimistic, pointing to the fact that business confidence is being 
restored only slowly and to the continued stagnation in the agri- 
cultural sector, among other factors. On the other hand, a growth 
rate higher than 5 percent may be recorded if the GOE's commitment 
to providing increased credit and other incentives to the agricul- 
tural sector yields the desired results. More extensive GOE use of 
spending for public works projects, as well as possible increased 
use of foreign borrowings, may likewise stimulate growth. 


According to the Central Bank, the agricultural/fishing/livestock 
sector should grow by about 3.5 percent in 1980, with the growth 
coming from the fishing and livestock subsectors. The manufactur- 
ing sector could record another year of 10 percent growth, with 
most of the growth being recorded by medium- and large-sized 
firms. Construction, unless stimulated by even more massive than 
anticipated increases in public spending, should grow by about 

2.5 percent, more or less the same as 1979. Petroleum sector out- 
put will be somewhat more in 1980 as in 1979, although higher do- 
mestic petroleum product use may leave less crude available for 
export. 


The average export price could well exceed $35 a barrel, providing 

a further stimulus to export revenues and Central Government Budget 
receipts. Petroleum income, and also rising revenues from exports 

of agricultural commodities should allow the GOE a good cushion in 

1980, keeping the debt service ratio within manageable proportions 

and obviating the economic need for devaluation. 


The GOE will have a Central Government budget (excluding BEDE and 
FONAPAR) of $1.8 billion for 1980, with the legislature estimating 
that average export prices for petroleum of $37.30 a barrel will 
limit the anticipated deficit to $52 million. The actual deficit 
will probably be higher, both because the $37.30 a barrel assump- 
tion may be too optimistic and because of the possible accelera- 
tion of GOE expenditures in line with the 1980-84 Development Plan 
(see below). The legislature has also pledged to exert more con- 
trol over spending by public sector entities, whose 1980 spending 
will exceed $1.5 billion. 


During 1980 the GOE will face various challenges, the response to 
which may well determine the course of Ecuador's economy through 
most of the 1980s. The country's inflation rate will about double 
between 1979 and 1980, largely because of last Fall's decision to 
increase wages by substantial amounts. In 1980 inflation (as 
measured by the national Consumer Price Index) will probably be no 
less than 20 percent. 


Development Plan 


This year, has also been labeled the "year of production" by the 
Roldos Administration, with emphasis to be placed on increasing 
agricultural production and on rural development efforts. Presi- 
dent Roldos has also pledged to define "the rules of the game" for 
private investors, especially for private foreign investment in 
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the hydrocarbons sector. Although many details, especially those 
concerning sources of financing, remain to be worked out, the syn- 
thesis of the GOE's priorities and intended directions is contained 

in the draft Five Year (1980-84) National Development Plan, which was 
to have been approved by the President at the end of February 1980. 
The Plan contemplates expenditures of some $14.8 billion over the 5- 
year period, 60 percent of which is earmarked to come from the private 
sector. 


According to the Development Plan summary, the nearly $5 billion 
the GOE plans to spend during the 1980-84 period will be allocated 
to "40 Fundamental Projects" divided into the following categories: 


Social Improvements 34.1% of spending 
Energy Development 31.9% of spending 
Rural Development 16.1% of spending 
Infrastructure Projects 11.4% of spending 
Industrial Projects 6.5% of spending 


In introducing the draft Development Plan to what will be a month- 
long national debate prior to Presidential approval, Vice President 
Hurtado emphasized that the Plan, besides being designed to encour- 
age economic development, would also strengthen democracy in Ecuador 
and provide for increased social justice. The Plan will emphasize 
the concept of integrated rural development, including roadbuilding, 
housing, electrification, health, and education programs as well as 
efforts to increase food production. At this point, however, the 
Plan remains basically a general listing of GOE priorities, subject 
to annual revision. As previously mentioned, moreover, many de- 
tails regarding sources of financing remain to be worked out. 


IMPLICATIONS FOR THE UNITED STATES 


Political Context 


The United States has good bilateral relations with the Roldos 
Government, with the Carter Administration continuing to express 
strong support for Ecuador's return to a democratically elected 
government. Recent renewal of the economic and technical assis- 
tance programs of the U.S. Agency for International Development in 
Ecuador is one concrete manifestation of U.S. support. While he 
campaigned as a "populist" and continues to draw support from the 
rural and lower income segments of the Ecuadorian population, 
President Roldos has repeatedly stressed that the foreign sector 
(both Ecuadorian and private) will continue to play an important 
role in the Ecuadorian economy. He and his closest advisers have 
noted the desirability and necessity of further foreign investment 
in Ecuador, particularly in the hydrocarbons sector and in those 
areas allocated to Ecuador under the Andean Pact's sectoral devel- 
opment program. Under this program, Ecuador has been assigned 
projects in the metalworking, motor vehicles, and petrochemical 
fields (see below). 





Trade with the United States 


The United States is likely to continue as Ecuador's major trading 
partner for the next several years. Companies from the United 
States will continue to be active in seeking to purchase available 
Ecuadorian crude oil and petroleum products, although some portion 
of such purchases will continue to be shipped initially to Carib- 
bean refineries or other non-U.S. destinations. Ecuador is also 
making a major effort to increase sales of coffee, processed 
cocoa, and seafood (raw and processed) to the United States. 


Efforts to increase the country's exports to the United States will 
be assisted by the coming inclusion of Ecuador in the U.S. General- 
ized System of Preferences (GSP) which would allow duty-free importa- 
tion of a wide range of Ecuadorian exports. Because of its OPEC 
membership, Ecuador was denied GSP eligibility when the System was 
established. Passage of the U.S. Trade Agreements Act of 1979 and 
Signature of a U.S./Andean Pact Trade Agreement in December 1979 

have set in motion the process of granting GSP eligibility to 
Ecuador, likely to become effective in April 1980. 


Ecuador's import policies continue to be fairly liberal and marked 
by a high degree of pragmatism. In the past, Ecuador has often 
taken advantage of the flexibility granted to it by the Andean 
Pact in trade matters. The GOE, however, imposes certain measures 
to limit what it considers less than essential imports, sets high 
tariffs for revenue purposes, and prohibits certain imports when 


Similar items are manufactured in the country. On the other hand, 
as illustrated by the recent decision to allow duty-free entry of 
agricultural machinery as one measure to stimulate the agricultural 
sector, the GOE has granted exemptions from import duties for pro- 
ducts used to develop certain priority sectors. 


U.S. suppliers to the Ecuadorian market have almost inevitably 
found that appointment of a qualified local agent or representative 
is a necessity. In cases of contracts involving bidding procedures, 
the employment of an Ecuadorian agent on the spot is mandatory. 

For U.S. exporters unable to visit Ecuador, the Agent/Distributor 
Service (ADS) offered by the U.S. Department of Commerce in co- 
operation with the Embassy is often the best way to go about enter- 
ing the Ecuadorian market. Further details on the ADS, as well as 
a variety of information and assistance of interest to U.S. busi- 
nesses, is available from the nearest U.S. Department of Commerce 
District Office or the Country Specialist for Ecuador in the De- 
partment of Commerce in Washington. In particular, business per- 
sons may want to ask for "Marketing in Ecuador" (OBR 79-01), a 
report published in February 1979 by the Department of Commerce. 


Best Prospects 


Ecuador should continue to be one of the strongest markets in Latin 
America for U.S. goods and services. Ecuadorian importers in both 
the private and public sectors value U.S. products for their 
quality, durability, rapid delivery, good follow-up servicing, 
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easy accessibility to spare parts, and, on occasion, their prestige 
value. The depreciation of the dollar against some major curren- 
cies, as well as the commitment to more aggressive export financing 
assistance by the U.S. Export-Import Bank, are also potential ad- 
vantages for U.S. suppliers. 


Sectors having the best prospects for incremental sales at present 
include the following: 


Hydroelectric Power Equipment. The Government of Ecuador 
plans to construct a network of hydroelectric projects over 
the next 5 years to reduce the country's dependence on 
petroleum-based energy sources. Significant opportunities 
exist for the export of hydroelectric power generating 
equipment, substations, transformers and transmission lines. 


Metalworking Equipment. As one of the sectors assigned to 
Ecuador under the Andean Pact sectoral development program, 
spending on machinery and equipment for metalworking 
machinery and equipment should increase substantially. 

GOE contracts with Volkswagen and General Motors to estab- 
lish vehicle assembly/manufacturing plants will lead to 

the development of a wide range of ancillary metalworking 
industries. The GOE Development Plan includes a steelmaking 
facility as a major priority. 


Food Processing and Packaging Equipment and Machinery. As 
noted above, the GOE wishes to tacrekss exports of processed 


agricultural and seafood products. The domestic market for 
food products is also increasing substantially, in large 
part due to higher consumer purchasing power brought about 
by the new wage schedule effective January 1, 1980. 


Construction and Materials Handling Equipment. The draft 
Development Plan places heavy emphasis on rural development 
projects including road building, hydroelectric dams, hous- 
ing, and water and sewerage projects. 


Petroleum Industry Equipment. GOE plans call for a massive 
increase in petroleum exploratory activities, construction 
of a large new refinery and improvements to existing re- 
fineries, development of gas deposits, and the building of a 


large ammonia- and urea-producing complex and fertilizer 
plants. 


Investment/Construction Opportunities 


Accelerated spending in the context of the GOE Development Plan 
will create a wide range of opportunities for U.S. private in- 
vestors and construction/engineering/consulting firms. U.S. 
companies interested in Ecuador should be aware that, while a 
member of the Andean Pact, Ecuador's interpretation of the Pact's 
foreign investment code has been generally pragmatic. Prospective 
U.S. investors may wish to approach the Overseas Private Investment 
Corporation for possible financing assistance, although OPIC no 
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longer insures projects in Ecuador due to differences over Andean 
Pact regulations on the settlement of investment disputes. 


The climate for U.S. direct investment in Ecuador remains hospit- 
able and favorable, with the Roldos Administration interested in 
encouraging additional investment, particularly in the hydrocar- 
bons and mining sectors. At present the GOE policy regarding 
foreign investment in the hydrocarbons sector remains somewhat 
undefined due to lack of implementing regulations to the May 1978 
revisions to the Hydrocarbons Law. Such regulations should be 
issued in the first half of 1980. 


The GOE has expressed its preference for a policy of industrial 
decentralization and is offering special incentives to those firms 
that decide to locate outside Quito and Guayaquil. Details on the 
incentive program and further information on investment in Ecuador 
is contained in a report entitled Investment Climate Analysis/ 
Ecuador (79 Quito A-40), available from the Department of Commerce. 


For Further Information 


The Embassy, in cooperation with the Departments of Commerce and 
State in the United States, welcomes the opportunity to assist 
U.S. businesses interested in expanding U.S./Ecuadorian commercial 
relations. Business people in the United States should make the 
nearest Commerce District Office or Commerce headquarters in 
Washington their first point of contact. The Embassy encourages 


U.S. business people traveling to Ecuador to make an appointment 
to visit the Embassy, where they will be offered all appropriate 
assistance on economic and commercial matters. 
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